Synergy theory holds that horizontal mergers and acquisitions (M&A) are conducted to obtain economies of scale. Horizontal M&A help companies restructure assets and resources, thereby improving the efficiency of management. Technology diffusion from the same industry help companies complement each other in R&D and improve product quality and efficiency. In addition, horizontal M&A can eliminate duplicate labor and achieve efficient use of equipment, thereby reducing fixed production costs. Scholars have made fruitful researches on the motives of horizontal M&A, and tend to agree that companies can profit from horizontal M&A. There are mixed results of empirical research on the effect of horizontal M&A, and cases of M&A failure occur from time to time. Whether horizontal M&A can achieve the desired results of managers? This paper chooses the horizontal M&A events between 1995 and 2005 when both sides of M&A are listed companies in the United States. Event study method is used to compare the volatility of stock prices in the event window of each participant to test the short-term performance of horizontal M&A. The empirical results of this paper show that the stock market in the United States has responded about a week before the announcement date of horizontal M&A due to the lack of standardization of information disclosure or inadequate regulatory means. Horizontal M&A enhance the shareholder wealth of the targets in the short term, while cause loss of shareholder wealth of the bidders on the announcement day of M&A.
return of stock under three event windows (−30, +30), (−10, +10) and (−5, +5).
The abnormal return of stock is defined as the difference between the actual return of stock and the expected return of stock under event windows. We also empirically investigate whether the abnormal return of stocks are different in industries. For this purpose, we also split full sample according to industries into four subsamples.
We find acquirers obtain significant negative abnormal return of stocks on the M&A announcement date which means that the shareholder's wealth of acquirers suffer loss. On the day of the M&A announcement, targets obtain significant positive abnormal return of stocks, indicating that the stock market of targets show a very positive response to the release of the horizontal M&A information.
Horizontal M&A increase the shareholder wealth of the targets in the short term.
Similar conclusions can be verified in the empirical results of the subsamples.
We also find the abnormal return of stocks is different in industries. We find horizontal mergers and acquisitions have the most obvious impact on the shareholder wealth of targets in the manufacturing and wholesale and retail industries. Due to insufficient information disclosure or inadequate supervision means, the stock market of targets in the manufacturing and service in- This study utilizes a novel and large dataset of merging firms. The findings support the conclusions of previous scholars on horizontal mergers and acquisitions enhance the wealth of the targets' shareholders. For the mixed results on how horizontal mergers and acquisitions affect acquirers' shareholders, this study also provide an empirical answer.
Our study differs from previous empirical works on mergers in two respects.
First, we use firm-level data taking place in many industries such as manufacturing, wholesale, retail trade and service and natural resources, while previous empirical works ignore industry factors. In fact, the horizontal mergers and acquisitions performance of different industries will be different. Analysis of full samples and subsamples also make our finding more convincing. Second, we use the average abnormal return of stock on announcement date(AAR) and the When enterprises make horizontal M&A decisions, it is a topic of great concern to choose which targets can improve their operational efficiency. Our research point out that horizontal mergers and acquisitions do not always bring benefits to the acquirers, and managers should make a rational valuation of the targets. Our findings give managers guidance in making horizontal M&A decisions.
The rest of this article is organized as follows. Section 2 develops the hypotheses on horizontal M&A effects relying on theoretical work on synergy theory and signal transmission theory. Section 3 describes the hypothesis testing method and the details of the data sample that we utilize. Section 4 discusses the results of the empirical analyses. Finally, Section 5 concludes the paper by summarizing the findings and limitations of the study and providing guidance for follow-up research.
Literature Review
Horizontal mergers and acquisitions may increase shareholder value through: 1) achieving synergies [5] [6] [7] [8], 2) Gaining market power [1] [5] [9] [10] [11] .
The empirical work on horizontal mergers and acquisitions generally use Event-study method to compare the company's abnormal return of stocks in different event windows. According to the empirical studies, the shareholder wealth of the targets improves after merging. There are different voices about whether horizontal mergers and acquisitions can enhance the shareholder wealth of the acquirers.
Xiaohui Xu [12] focuses on the M&A events of Chinese listed companies from the 2003 to 2013, selecting three event windows (−1, +1), (−5, 5) and (−10, 10) respectively to study the impact of industry similarity on the short-term performance of the acquirers and targets. The author finds the higher the similarity between the merging firms, the better the effect of horizontal mergers and acquisitions. Duso&Gugler [13] use stock data of 167 global horizontal mergers and acquisitions events that suffered from EU antitrust review between 1990 and 2002, the authors select four event windows (−2, +2), (−5, +5), (−25, +5) and (−50, +5) and find that both acquirers and targets obtain positive stock abnormal returns in the four event windows. Wårell [14] investigates two major min- For industry differences, Wårell [14] focuses on one deals and Eckbo [15] concentrates on deals in mining and manufacturing industry, we use firm-level data on 583 merger deals taking place in many industries such as manufacturing, wholesale and retail trade, service and natural resources.
Hypotheses
Synergy theory holds that managers consider maximizing the interests of shareholders when making M&A decisions. Therefore, during the negotiation process, M&A transaction can be successfully achieved only when the transaction documents are favorable to the shareholders' wealth of both parties [17] . Therefore, after the horizontal mergers and acquisitions, both parties have strong motivation to integrate resources to obtain economies of scale and thus increase the shareholders' wealth of both side.
The wealth of shareholders mainly comes from the premium income of stock and dividend income. Since dividend income depends on the company's annual profit situation, premium income of stock is an important variable affecting the wealth of shareholders in the short-term view of M&A [18] . From the perspective of signal transmission theory, horizontal mergers and acquisitions convey to Open Journal of Business and Management the stock market a positive signal that acquirers will expand their scale to achieve economies of scale. This signal gives investors an optimistic expectation of the future development of the acquirers, which will cause the stock price to rise and acquirers obtain a positive stock premium income. The M&A announcement conveys to the stock investors the signal that the value of the targets is undervalued and the targets will face business restructuring. The companies selected as the M&A targets have been highly recognized by the acquirers. After obtaining the capital market signal, the investor adjusts the valuation of the targets. Therefore, horizontal mergers can help the targets to obtain positive stock premium income. These theoretical predictions lead to our hypotheses. 
Research Method
In theory, when the capital market is effective, the signals transmitted by horizontal M&A as a major event will trigger fluctuations in stock prices, which in turn affect the changes in shareholder wealth. This paper uses event-study method to investigate the short-term performance of horizontal mergers and acquisitions.
The spirit of event-study method is to compare the actual stock return rate with the stock return rate under the assumption that the horizontal merger has not occurred which called "the normal stock return rate" of a certain period of observation during the period of the horizontal merger announcement which called"the event windows". Through the analysis of the difference between the actual stock return rate and the normal stock return rate, which called "the abnormal stock return rate", we can conclude whether merging firms improve their shareholder wealth or not.
We use the following steps to carry out our event study.
First, define the event window and the estimation window. The event day refers to the date on which the targets and the acquirers issue horizontal merger announcements in the capital market. The event window is the observation time interval selected to study the impact of horizontal mergers on stock returns.
With the extension of the event window, other irrelevant events occurred in the event window, such as the company's announcement of distribution of dividends, also increased the interference with our results. For the consideration of this factors, we select 30 days before and after the event day (−30, 30) as the event window 1, 10 days before and after the event day (−10, 10) as the event window 2, and 5 days before and after the event day (−5, 5) as the event window 3. We draw our conclusions through comparing the empirical results under different event windows. The estimation window is a certain time range before the event window, and the stock return rate within this time range is the basis for Open Journal of Business and Management calculating the normal stock return rate in the event windows. This paper selects 120 days before the event day and 31 days before the event day (−120, −31) as the estimation window. Figure 1 shows the merger timeline.
Second, calculate the abnormal stock return rate in the event windows. This paper uses market model to estimate the normal stock return rate in the event windows. Market model assumes that there is a stable linear relationship between the actual stock return rate and the market stock return rate. Therefore, the linear relationship expression can be determined by using the actual stock return rate and the market stock return rate in the estimation window. Giving this linear relationship expression, we can calculate the normal stock return rate in the event window using the market stock return rate during that time.
In the estimation window (−120, 31), we use the ordinary least squares (OLS) to calculate the estimated coefficients ˆi α , ˆi β and residual it ε for each stock.
is the stock return rate of i stocks on the t day of the estimation window. is the market stock return rate on t day. We use the S&P 500 Index to calculate the market stock return rate.
it AR is the abnormal return rate of i stock on the t day.
is the stock return rate of i stocks on the t day in the event window. The linear expression between the actual stock return rate and the market stock return rate in the estimation window is estimated as follows:
is the normal stock return rate of stock i in the event windows.
We use the following linear expression to calculate
Then, we use the following linear expression to calculate
Third, statistical test the abnormal stock return rate in the event windows.
When we estimate the abnormal stock return rate of each stock in the event window, it is necessary to test whether the abnormal stock return rate is significantly different from zero in order to judge whether the occurrence of horizontal mergers and acquisitions has a significant impact on the shareholder wealth.
The abnormal stock return rate 
Sampling Frame
The precondition for the application of the event-study method is that the stock market is efficient. The US stock market started very early, and scholars have carried out a large number of empirical studies on whether the US stock market is efficient. The research results tend to be consistent and the US stock market is effective.
Wurgler [19] analyzes the US stock market by collecting data from the Dow Jones Industrial Average from 1897 to 1959 and the S&P 500 index from 1929 to 1959. The results show that the US stock market has reached a weak effective level in the middle of the 20th century, and the price of the stock already contains all the historical information. Fama [20] uses the random walk model to investigate 30 stocks in the Dow Jones Industrial Index from 1957 to 1968. The results show that transaction costs have an impact on the efficiency of the stock market. Under the consideration of transaction costs, the US stock market is a weak and effective market. Box&Pierce [21] uses the autoregressive conditional heteroskedasticity model (ARCH) to test the efficiency of the US stock market. The T test results show that the stock historical price of the New York stock market cannot predict future stock return, so the stock market is efficient. For more literature on the efficiency of the US securities market, see the literature review by scholars [20] [22] [23] .
We compile the sample of horizontal merger deals using Security Database Corporation's (SDC) U.S. Mergers and Acquisition database. The daily stock return data of US listed companies used in this study are from the Center for Research of Security Prices database (CRSP). Our aim is to investigate whether Open Journal of Business and Management merging firms improve their shareholder wealth.
We impose the following filters to identify a sample of deals where synergy would be most likely enacted. First, to restructure asset, deals should be completed and the acquirers should purchase control rights in the targets. Therefore, after the transaction is completed, the shareholding of the acquirers by the acquirer must exceed 50%. Second, acquirers and targets should operate in the same industry. For this purpose, mergers are restricted to the ones where acquirers and targets share the same 2-digit Industry Sector (IS) code. Third, we drop all merger deals by the same target or acquirers (except for the first one) in order to attribute the change in shareholder wealth to the specific event. 
Results
In order to present the empirical results more comprehensively, this study first analyzes the whole sample, and then splits the sample into four sub-samples of manufacturing, service, natural resources, and wholesale and retail. On the one hand, the sub-sample study further validates the conclusions of the whole sample. On the other hand, the sub-sample study can explore the differences in inter-industry results and the particularities of each industry.
The first hypothesis investigates whether the shareholder wealth of the acquirers improves. If the hypothesis holds, the average abnormal return of stocks (AAR) on announcement date and the cumulative average abnormal return of stocks (CAAR) in the event windows should prove significantly greater than zero. Figure 2 and Figure 3 show the full sample daily average abnormal return of stocks (AAR) of the acquirers and the targets. On the day of the M&A announcement, the average abnormal return of stocks on both the acquirer and the acquirer peaked, and were numerically significantly different from any other day suddenly. This shows that the stock market give a positive reaction to the targets on the M&A announcement day.
In order to verify the above findings, we further conduct full sample statistical T test on the AAR and CAAR of the acquirers and the targets. Table 2 and Table 3 show the full sample AAR and CAAR T test results. From From Table 2 , we find the targets obtain statistical significant stock abnormal returns between T = −8 and T = +1. It is worth noting that between T = −5 and T = +1, the targets obtain 0.85%, 0.72%, 0.78%, 1.04%, 1.90%, 13.91%, and 2.78%
of the stock abnormal returns respectively, which all pass the statistical significance test (under the condition of 1% of the significance level). This shows that the impact of the M&A announcement on the stock price is especially concentrated from 5 days before the announcement date to 1 day after the announcement date. The stock market has already responded one week before the announcement day. Our findings support hypothesis 2.
From Table 3 , we find the acquirers lost a total of 1.59%, 1.04% and 0.92% of Table 4 and Table 5 show the AAR and CAAR of the acquirers in different industries. From Table 4 Notes: *Denotes statistical significance at 10% levels; **Denotes statistical significance at 5% levels; ***Denotes statistical significance at 1% levels. Table 5 . T test on subsample CAAR of the acquirers in different industries. . This indicates that the natural resources stock market has made a negative reaction one day ahead of the announcement day. Similar to the service industry stock market, the natural resources stock market also has the phenomenon of early response to announcement information. The difference is that the natural resources stock market's early reflection of M&A information is negative, while the service stock market is positive. What surprised us is that the wholesale and retail stock market seems to be insensitive to the information release of horizontal mergers and acquisitions. We don't find any statistical significant change in stock abnormal returns around the announcement day.
From Table 5 , we find the CAAR of the acquirers in manufacturing industry in different industries, we still do not found any evidence to support hypothesis 1. Table 6 and Table 7 show the AAR and CAAR of the targets in different industries. From Table 6 , we find the targets in manufacturing industry gain a total of 1.14%, 0.69%, 0.86%, 1.22%, 2.35%, 16.43% and 3.70% of the stock returns in (−5, +1), which are significantly different from zero (under the condition of 1% of the significance level). This shows that the manufacturing stock market has already reacted a week or so ahead the horizontal merger announcement day, which is consistent with the conclusion of the whole sample. Compared with the full sample, the manufacturing stock markets perform better and achieve an abnormal return of 2.52% over the full sample. The targets in service industry gain a total of 0.66%, 0.83%, 0.78%, 0.69%, 1.49%, 10.93% and 1.74% of the stock returns in (−5, +1), which are significantly different from zero. Compared with the full sample, the stock markets in service industry perform lower and achieve an abnormal return of 2.98% less than the full sample. Different from the conclusions of full sample, the manufacturing subsample, and the service subsample, targets in natural resources industry only achieve a statistically significant level of abnormal stock returns of 8.20% on announcement day. This shows that the impact of the M&A announcement on the targets' stock price only appears on the announcement day, and the natural resources stock market did not appear to react in advance. Targets in wholesale and retail industry gain a total of 1.97%, 2.66% and 14.09% of the stock returns in (−2, 0), which are significantly different from zero. This shows that the impact of the M&A announcement on the wholesale and retail stock price is particularly concentrate from 2 days before the announcement day to the announcement day. The wholesale and retail stock market has already responded about 2 days before the Open Journal of Business and Management Notes: *Denotes statistical significance at 10% levels; **Denotes statistical significance at 5% levels; ***Denotes statistical significance at 1% levels. From Table 7 
Summary of Findings and Directions for Further Research
This paper bridges the theoretical work in horizontal mergers and acquisitions with the empirical work in corporate finance. We use event-study method to investigate the short-term performance of horizontal mergers and acquisitions. By collecting the horizontal mergers and acquisitions of listed companies in the United States from SDC database and the daily earnings data of US listed companies from CRSP database, this paper find that the targets obtain positive stock return after announcement while the acquirers obtain negative stock return. In the short term, the shareholder wealth of the targets is enhanced. Our research support hypothesis 2 but does not support hypothesis 1. We also find that The US stock market has already responded positively about a week before the horizontal merger announcement day. The possible reason is that the information disclosure is not standardized or the supervision means are not in place.
Through observations of different industries, this paper find that horizontal mergers and acquisitions have the most obvious impact on the shareholder wealth of the targets in the manufacturing and wholesale and retail industries.
We also find that the impact of the horizontal M&A on the acquirers' stock return only work on the announcement day, on which the acquirers obtain negative stock return and acquirers' shareholder wealth suffer losses. In fact, pre- The stock return rate of the acquirers has a negative tendency.
What causes the acquirers' shareholder wealth loss after horizontal merger?
Principal-agent theory gives a possible explanation. Horizontal M&A occur not because of the consideration of shareholder wealth, but because managers are maximizing their own interests. Jensen [26] points out that managers can increase the size of firms through mergers and acquisitions to control more free cash flow, and accordingly have more on-the-job consumption and management power. Berkovitch&Narayanan [17] also point out that when selecting the M&A target, managers may select companies that can enhance the company's dependence on their individual management skills, although such acquisitions may reduce the company's value. It is bound to damage the shareholder wealth of the acquirers. Another possible explanation is that mergers occur because of the management's overly optimistic valuation of the targets and the false expectations of synergies. This leads to an increase in the targets' shareholder wealth at the expense of the decline in acquirers' shareholder wealth [24] .
Our research has the following limitations. First, in order to explore the M&A performance differences in the industry, we collect data from manufacturing, wholesale, natural resources and retail trade and service. We don't have access to data from other industries. Second, our research explores the short-term performance of horizontal mergers, but does not further study the factors that affect the short-term performance of horizontal mergers and acquisitions. 
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